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AN ACT ¢o create 138 09 (8) (f), 138.14 and 138.15 of the statutes; relating to:

W Mm motor vehicle title loans,

Analysis by the Legislative Reference Bureau

Under current law, a lender other than a bank, savings bank, savings and loan
association, or credit union generally must obtain a license from the Department of
Financial Institutions to assess a finance charge greater than 18 percent per year.

This type of lender is generally referred to as a “licensed lender.” A licensed lender
must have a separate license for each place of business it maintains. /&/

= _This bill creates certain requirements applicable to payday loan transactions="""

Underthe bill, a “payday loan provider” is a licensed lender that makes payday loafis. 5

A “payday lean” is a transaction between an individual with an account at a Ifmanmal
estabhshmenﬁﬁ%}ll; payday loan provider in which the provider agraesfto either: E
1) accept from the individual a check, hold the check for at least }hﬁé@ days before

negotiating it, and before_negotiating the check pay th% individual an agreed
amount; or 2) accept the mmamguais authorization to initiate an electronic fund
transfer (EFT) from the 1nd1v1dua%§accaunt wait-for at least three days before
initiating the EFT, and before initiating t};a/EﬁT pay the individual an agreed
amount. A payday loan provider may h);m a payday loan in a principal amount
that exceeds $800 or 50 percent of-the applicant’s next payche{:k whichever is
greater The blH also hmrts a ;em/ sumer's ability to “rollover” a payday loan. The bill

loan. Under the blll,fa payday loan prov1der may enter mto no mor
of a consumer 's-payday loan and, before entering into such a rollover, the consumer

CON—
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enit, apphed to the ex1stmg payday loar;” that reduces the
_outst , : ting pe / loan by at Teast 50 percent.
) e Current law contams numerous pr0v1510ns regulating consumer loans, which
are generally loans of $25,000 or less made to individuals for personal, family, or
household purposes.
This bill prohibits a licensed 1ende}/from making or offering a motor vehicle title
loan. The bill defines “motor vehicle title loan” as a loan of $25,000 or less to a
borrower that is, or is to be, secured by a nonpurchase money security interest in the
borrower’s motor vehicle and that has an original term of not more than three

months. A “borrower” is an individual who obtains or seeks to obtain a motor vehicle 9/
/
H

title loan for personal farmly or household purposes.
~see the statefiscal estimate; which Will be printed as

" For "‘fn“ﬁ“‘wr
an appendix to this bill

The people of the state of Wisconsin, represented in senate and assembly, do

e

SECTION 1. 138.09 (8) (f) of the statutes is created to read: !/"ﬁ/

13\8@ (8) () With respect to any payday loan, as defined in s. 138.1 /f)

§
néade or offered by the licensee, comply with s. 138.14 (2) and (3).
|

enact as follows:

SECTION 2 138 14 of the statutes is created to read: e !

&/

138.14 Payday loan providers. (1) DEFINITIONS. fli’l this section:

e

(a) “Applicant” means an individual who seeks Xé obtain a payday loan.

(b) “Check” has the meamng given ins. 4(}8 104 (6).

i
|
i
:
|
|
|
| (c) “Consumer” means an mchwdual who enters into a payday loan with a
H

payday loan provider. \

W

(d) “Financial establishmeg}t”ﬁ %ia{ans any organization that is authorized to do
%
business under state or federal law and%bat holds a demand deposit, savings deposit,

or other asset account beiongmg to an md?vxduai

%

(e) “Orgamzaflon has the meaning glvgia g\n s. 19.42 (11).

%

i
(f) “Payday loan” means any of the followmg.%

L
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1 1. A transaction between an individual with an account at a figancial

Vy
2 i‘% establishment and another person, in which the person agrees to accept from the

3 1}1ghv1dual a check, to hold the check for at least 3 days before ﬁgotlanng or

4 pres’eintmg the check for payment, and to pay to the md1v1dufj/et any time before

5 negotlafipg or presenting the check for payment, an amount that is agreed to by the
i 6 md1v1duaf / | ;
7 2. A t;%n?action between an individual w;féj an account at a financial 5
8 establishment a;ld another person, in which fhe person agrees to accept the g
9 individual’s authorlzamon to initiate an electronic fund transfer from the account, to %
10 wait for at least 3 days% Eefore initiating, he electronic fund transfer, and to pay to ;
11 the individual, at any tlme before m}k{atmg the electronic fund transfer, an amount
32 that is agreed to by the 1nd1v1(‘1uaffj
13 (g) “Payday loan prowder xm&eans a person who is required to be licensed under §
/ z
14 s. 138.09 and who makes p’ayday loaﬁs
15 (h) “Rollover” mea;ls the refmancxna;g renewal, amendment, or extension of a
16 payday loan beyong:l/ its original term. %‘z
|7 2) MAXIM’(IM PAYDAY LOAN AMOUNT. N;%payday loan provider may make a
18 payday loan that exceeds, in principal amount, $§QO or 50 percent of the applicant’s
19 next paycheck whichever is greater. 2"&&% |
20 gb") ROLLOVER LIMITATIONS. (a) Subject to sub. (b}, a\ﬁgyday loan provider may
21 er}ye; into not more than one rollover of a consumer’s paydayoan. After a payday
22 /f;’f;}an provider enters into a rollover of a consumer’s payday loar, the payday loan
23 ) ;’; provider may not, until the consumer pays the loan in full, enter into another payday

-/
ng loan with the consumer. A
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(h) A payday loan provider may enter into a rollover of a consumer’s pa

%\\

loan only 1f at- or prlor to the time of the rollover, the CW ‘makes payment,

applied to the ex1stm ay loan, that reducg&fﬁe outstandm balance on the
pp P»Q’\ Yy g

existing payday loan by at leastMrcent
(c) No consumer _may, and no payc;y\l\(ﬁ%prowder may allow a consumer to,

o

repay a py}.j;lwydaj?‘ Ioan with the proceeds of another payﬁ”ay&iggn made by the same

) payﬂ'é& loan provider except as provided under this subsection.

SECTION 3. 138. 15%(f the statutes is created to read:

138.15 Motor vehicle title loans. (1) DEFINITIONS. In this section:

(@ “Borrower” means an individual who obtains or seeks to obtain a motor
vehicle title loan for personal, family, or household purposes.

(b) “Motor vehicle title loan” means a loan of $25,000 or less to a borrower that
is, or is to be, secured by an interest, other than a purchase money security interest,
in the borrower’s motor vehicle and that has an original term of not more than 3
months.

(2) TiTLE LOANS PROHIBITED. No person required to be licensed under s. 138.09
may make or offer any motor vehicle title loan.

motor vehicle title loans made or

SECTION 4. Initial apphcablhty

(1) This act first applies to { a)gia»y’()ans ang
offered on the effective date of this subsection.
SecTION 5. Effective date.
(1) V{I‘his act takes effect on the first day of the 4th month beginning after
publication.

(END)
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